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TAGS: EFIN, IT, IMF 

SUBJECT: ANDREOTTI CONCERN ABOUT IMF STANDBY CONDITIONS 

1 . IN MY INITIAL MEETING WITH PRIME MINISTER 
ANDREOTTI (DETAILS SEPTEL), HE RAISED POSSIBILITY THAT 
GOI MAY NOT BE ABLE TO MEET IMF CONDITIONS ON "STER- 
ILIZATION" OF VALUE ADDED TAX INCREASE USED TO FINANCE 
PARTIAL FTSCAT JZATTON OF LABOR COSTS. HE ASKED FOR 

US SUPPORT IN PERSUADING FUND TO ACCEPT MODIFICATIONS 
IN POSITION ON "STERILIZATION" IN FACE OF 
PRESENT DIFFICULT POLITICAL CONDITIONS IN ITALY. THE 
GOVERNMENT COULD FALL ON THIS ISSUE, HE SAID, WITH ALL 
THE POLITICAL AND ECONOMIC RAMIFICATIONS THAT WOULD 
FOLLOW, FURTHER WEAKENING OF THE LIRA, ETC. 

2. ANDREOTTI DESCRIBED PROCESS OF STABILIZATION 
LEGISLATION AS 80 PERCENT COMPLETE WITH DIFFICULTY 
ARISING IN AREA OF STERILIZATION, WHERE GOVERNMENT 
WILL LIKELY HAVE TO ACCEPT MODIFICATIONS AS THE 
PRICE OF OPPOSITION PARTY SUPPORT FOR THE AUSTERITY 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 ROME 04829 241236Z 

PACKAGE. THOSE MODIFICATIONS HE DESCRIBED AS STILL 
WITHIN THE GENERAL FRAMEWORK OF THE IMF REQUIREMENT. 

THE POINTS IN QUESTION IN THE DECREE LAW ARE STRONGLY 
OPPOSED BY THE LEFT IN PARLIAMENT AND THE UNIONS 
OUTSIDE. THERE IS AT PRESENT COMPARATIVE LABOR 
TRANQUILITY IN THE FACTORIES WHICH COULD BE UPSET 
QUICKLY. ANDREOTTI SAID THAT IN ORDER TO MAINTAIN THE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


UNEASY BLANCE THAT NOW EXISTS HE WAS TRYING TO FIND 
ALTERNATIVES. ONE POSSIBILITY, HE SUGGESTED, WAS 
THAT THERE MIGHT BE VOLUNTARY CHANGES IN SCALA MOBILE 
MADE BY THE UNIONS THEMSELVES. HE MENTIONED, AS 
EXAMPLE, PARTIAL "STERILIZATION" OF URBAN TRANSPORT AND 
NEWSPAPER PRICE INCREASES IN SCALA MOBILE (WAGE 
INDEXATION) BASKET. 

3. ANDREOTTI OFFERED TO PROVIDE ME WITH A PAPER WITHIN 
THE NEXT FEW DAYS DETAILING THE ITALIAN POSTION AND 
AGREED WITH MY SUGGESTION THAT WE MEET AGAIN SOON TO 
DISCUSS THE PROBLEM IN SOME DETAIL. 

4. 1 EMPHASIZED TO THE PRIME MINISTER THAT I HAD NO 
AUTHORITY TO INTRODUCE ANY FLEXIBILITY INTO THIS ISSUE. 

I INDICATED OUR CONCURRENCE WITH THE IMF PACKAGE AND 
OUR CONVICTION THAT ECONOMIC REFORMS WERE NECESSARY 
(ANDREOTTI AGREED), BUT OFFERED TO TRANSMIT TO WASHINGTON 
ANY INFORMATION HE WISHED CONVEYED ON THE OBSTACLES HE 
IS FACING IN MEETING IMF CONDITIONS. 

5. SINCE PROSPECTS FOR RESOLVING ECONOMIC ISSUE 
AND POLITICAL IMPLICATIONS OF CURRENT IMPASSE ARE NOT 
VERY CLEAR, AND SINCE ANDREOTTI HAS PROMISED TO PROVIDE 
ADDITIONAL INFORMATION, I PREFER FOR THE MOMENT 
TO WITHHOLD ANY RECOMMENDATION ON US REPONSE TO PRIME 
MINISTER'S APPRO ACH.GARDNER 

NOTEBYOC/T: NOT PASSED FRB. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 ROME 04829 241236Z 


CONFIDENTIAL 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: DEBT REPAYMENTS, LOANS, ECONOMIC PROGRAMS 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 24-Mar-1977 12:00:00 am 

Decaption Date: 22 May 2009 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977ROME04829 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D770101-0196 
Format: TEL 
From: ROME 
Handling Restrictions: 

Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770326/aaaaawfr.tel 

Line Count: 97 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: b2ac61b2-c288-dd11-92da-001cc4696bcc 
Office: ACTION SS 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: EXDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: EXDIS 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 1 1 -Mar-2005 1 2:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3007959 
Secure: OPEN 
Status: NATIVE 

Subject: ANDREOTTI CONCERN ABOUT IMF STANDBY CONDITIONS 
TAGS: EFIN, IT, IMF 
To: STATE TRSY 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/b2ac61b2-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



